To conform to the mandates of Gramm-Leach-Bliley Act for uniform
licensing standards, Hawaii’'s new PRODUCER LICENSING LAW will
take effect on:

July 1, 2002

Some of the changes which the new law will bring about are shown
below:

Elimination of the following license types: General Agents,
Subagents, and Solicitors licenses into one INSURANCE
PRODUCER LICENSE.

New license procedures for Non-Resident Agents.

Hawaii will have reciprocity (uniform licensing and/or continuing
education) with participating states.

Applicants for a NEW INSURANCE PRODUCER LICENSE will
need to pass exams at 75% or higher.

Hawaii Insurance Division will host an INFORMATIONAL MEETING ON
FRIDAY, MAY 3, 2002.

Where: Neal S. Blaisdell Center - Blaisdell Concert Hall
777 Ward Avenue
Honolulu, HI 96814
Time: 1:30 TO 4:00 P.M.
Parking Cost: $3.00

We have enclosed a Questions and Answers sheet for your
information.

For moreinformation on Producer Licensing check our website in
June at http:/www.state.hi.us/dcca/ins.
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MEMORANDUM

TO:  All Authorized Insurers, Generd Agents, Nonresident Agents, Subagents, and Solicitors

FR:  WayneC. Metcdf, Il
Insurance Commissioner

RE: Insurance Producer Licensng

This memorandum is intended to assist licensees by providing information and guiddines
regarding the new insurance producer licenang law. Licensees are urged to familiarize
themsdlves with the new law in order to facilitate a smooth trangition toward the implementation
of new licenang procedures.

INFORMATION ABOUT PRODUCER LICENSING

Presently, Hawaii is one of more than 39 States enacting legidation on producer licensing.
Hawaii’s law was adopted as Act 216, 2001 Session Laws of Hawaii. The purpose for Act
216 wasto bring Hawaii’ s licensing laws into conformity with federd guiddines established by
the Financid Services Modernization Act of 1999, commonly known as the Gramm- L each-
Bliley Act (“GLB”). A key component to GLB was to mandate uniformity or reciprocity among
the various State insurance licenaing laws. Act 216, which adopted the National Association of
Insurance Commissioners Producer Licensng Modd Act, conforms to the federa guiddines of
GLB. Theprovisonsin Act 216 are codified in Chapter 431, Article 9A, Hawaii Revised
Statutes



QUESTIONS AND ANSWERSABOUT PRODUCER LICENSING

The Insurance Divison has received many questions about the new insurance producer licensang
law. The questions were received from generd agents, subagents, solicitors, aswell as
nonresident agents from other dates. In an effort to disseminate the information to al licensees,
the Insurance Divison has consolidated some of the more frequently asked questionsinto the
following categories

[ License

When will the new insurance producer licensing law take effect?
Act 216 will take effect on duly 1, 2002.

Who needsto be licensed?

Any person or business entity that sells, solicits, or negotiates insurance in this State must be
licensed as aresident or nonresident producer in accordance with Hawaii’ s producer licensing
law.

Will | recelve a new producer license?
Yes. A new producer license will be issued for the same lines of authority which exists under
your current general agent, subagent, and/or solicitor’ slicense.

Will | receive a new license number for my producer license?

Yes. The new license number will appear on the producer license. The license will dso include
a“vendor number”, which is used by the Insurance Divison to track fee payments, CE credits,
and other licenses held by the licensee.

If I hold morethan one license (general agent, subagent, and/or solicitor), will | receive
mor e than one producer license?
No. Only one producer license will be issued.

What isa“business entity” ?
Theterm is defined as “an association, corporation, individud, limited ligbility company, limited
ligbility partnership, partnership, person, or other legd entity.”

What arethelicenserequirementsfor a business entity?

A business entity acting as a producer is required to obtain an insurance producer license. The
business entity is aso required to designate an individua who will be responsible for the
business entity’ s compliance with the insurance laws in Hawaii. Theindividud desgnated must
be alicensed producer.



Can alicensed producer designated by one business entity also be designated by other
business entitiesto servein the same capacity?

A licensed producer designated or empowered by a business entity as the person responsible
for the business entity’ s compliance with the insurance laws shal not be so designated or
empowered by more than one business entity; except when the business entities are ffiliates of
each other.

Dol need aproducer licenseto administer or enroll eigible individualsin group
benefit plans?

A producer licenseis not required if the person’s activities are limited to securing and furnishing
information for the purpose of group life insurance, group annuities, group accident and health
insurance, group property and casudty insurance, or for the purpose of enrolling individuals
under such plans, or otherwise assisting in adminigtering the plans, or where no commissonis
paid to the person for the services.

Will | belicensed for the same lines of insurance when my old licenseisreplaced by
the new producer license?

The new producer license will list the same lines of insurance that existed previoudy: Life,
Accident and Hedlth or Sickness, Property, Marine and Transportation, Vehicle, Generd
Casudty, Surety, and Title insurance.

Must | have an appointment before| receive my producer license?

No. Theissuance of a producer license is not contingent on you having an gppointment with an
insurer or producer.

[. License Application

If my current licenseisactive, will | berequired to complete a new application to
receive my producer license?

No. If your current licenseis active, you will not be required to complete anew license
goplication.

What type of license application will be used for the producer license?
The Insurance Division will accept the NAIC uniform application for resdent and nonresident
producer licenaing.

What type of insurance license application will be used for a business entity?
The Insurance Divison will accept the NAIC uniform business entity gpplication for resdent and
nonresident business entities.



Wherecan | obtain the license applications?

The NAIC uniform applications should be available prior to July 1, 2002. You can get the
forms from the Insurance Divison or have the forms downloaded from the Divison’'s web Ste at
www.state.hi.us/dccal/ins.

How do | obtain a new resident producer licensein Hawaii?

If you have not previoudy held a producer licensein Hawaii or any other state, you will need to
take the insurance examination for the line of insurance you wish to sell in this State. Upon
recelving a passing grade, you will need to complete the uniform resident license application and
submit the completed gpplication to the Insurance Divison.

Will the Insurance Division accept electronic license applications?
At present, the Insurance Division is not in the position to accept license gpplications
eectronicdly.

1. License Fee

How much isthe issuance fee for the producer license?
The cost is $75.

How much isthe renewal feefor the producer license?
The licenseis renewable every two years at a cost of $75.00 per year or $150.00 for the two-
year renewal period.

Will | berequired to pay theissuance fee for the new producer license?
No. You will not be charged the issuance feeif the producer licenseisissued as a replacement
for your current active license.

If | paid the renewal fee for my current license(s), will | receive arefund?
In lieu of arefund, acredit will be goplied toward the renewd of your producer license.

Isthere a penalty feefor late renewal?
Yes. The pendty isfifty percent (50%) of the unpaid renewd fee.

If I am on active military duty, do | need to comply with license renewal procedures?
A licensed producer who is unable to comply with license renewd procedures due to military
service may request awaiver from the Insurance Commissoner. The Commissioner may grant
an extenson of time for a period equa to the number of days the licensee was on active military

duty.



V. License Examination

What isthe passing scor e for the producer license examination?
The minimum passing scoreis 75.

If I am currently a solicitor, do | need to retake the examination to qualify for a
producer license?
No. If your current solicitor’ slicenseis active, you need not retake the license examination.

Do CLU (Charter Life Underwriter) or CPCU (Charter Property & Casualty
Underwriter) designations exempt their holdersfrom producer license examination?
No. CLU and CPCU designations do not exempt their holders from license examinations.

If my licenseisinactive because | failed to pay therenewal fee, do| need toretaketo
the examination if | decideto reinstate my license?

It depends on how long your license has been inactive. Section 431:9A-107(c) states;

“An insurance producer who alows the producer’ s license to lgpse may, within twenty-four
months from the due date of the renewa fee, reindtate that license without the necessity of
passing awritten examination. If thefeeis not paid before or on the extenson date, the fee shdll
be increased by a pendty in the amount of fifty percent of the fee”

If I moveto Hawaii and was previoudly licensed in another State, do | need to take the
insurance examination?

If thereisareciprocal agreement between Hawaii and the state you moved from, no insurance
examination will be required if the uniform gpplication for the new producer license was filed
within 90 days of the date you terminated your license in the previous sate. The new license
will be for the same lines of insurance you were authorized to write under the previous license.

V. Appointments

How soon must theinsurer appoint a producer or business entity?

Theinsurer mugt file the notice of gppointment within fifteen (15) days from the date the
insurance agency or business entity contract is executed or the first insurance goplication is
submitted to the insurer. If the appointment form is not received within fifteen days, the
appointment shall take effect on the date the Commissioner receives the gppointment form.



If my appointment isterminated, must | cancel my producer license?
No, dthough you may no longer represent the insurer that terminated the gppointment.

Can aproducer be appointed by morethan oneinsurer? Yes.
Can aproducer be appointed by morethan one producer? Yes.
Can aHawaii producer appointment a nonresident producer? Yes.

Must the notice of appointment and notice of termination of appointment be filed with
the Insurance Commissioner? Yes.

If | have several current appointments asa general agent, subagent, and/or solicitor,
will the current appointments be cancelled after July 1, 2002?

No. Unlessterminated by the parties, the current gppointments will remain active. The
Insurance Divison will revise the gppointment records to reflect the appropriate gopointment as
to insurer and/or producer.

Asallicensed producer, must | first have a company or producer appointment beforel
can start selling insurance?

The sde, solicitation, or negotiation of insurance may take place before the gppointment,
provided the notice of gppointment is filed within fifteen (15) days from the date the first
insurance gpplication is submitted to the company. A producer who attempts to sdll, solicit, or
negotiate insurance before being gppointed is required to disclose to the client that the sdeis
being consummated without an gppointment.

VI. Nonresident Producer License

If | intend to apply for a nonresident producer licensein another state, must | complete
a nonresident license application and take the examination?
No, providing thet there is reciprocity between Hawaii and the State to which you intend to
apply for license. Specificaly, you will be issued a nonresident producer licenseiif:

a You are licensed as aresdent producer in Hawaii and in good standing;;

b. Y ou submit arequest for licensure and pay the fee;

c. Trangmit to the Commissioner the license gpplication filed in Hawaii; and

d. Hawaii awards alicense to aresident of that state on the same basis.



What isreciprocity or reciprocal agreement?

Except for the procedures listed in the previous question, reciprocity is an agreement between
gtates which would alow the Insurance Commissioner to waive any requirements for a
nonresident license gpplicant with avaid license from the gpplicant’ s home sate so long asthe
gpplicant’ s home state awards nonresident licenses to residents of this State on the same basis.
For example, areciproca agreement between Hawaii and South Dakota would alow resident
producers from the respective states to be licensed as nonresident producers in the reciprocal
gates without having to take the examination.

Asa nonresident producer, will | still be required to place the businessthrough a
resident licensed producer in Hawaii? No.

Can a nonresident producer become a surpluslinesbroker in Hawaii?

Y es, provided thereis areciprocal agreement between Hawaii and your state of domicile. If
you are alicensed resident surplus lines producer in your state, you may be licensed asa
nonresident surplus lines producer in Hawaii.

VIlI. Commissons

What aretheregulationsregarding the payment or sharing of commissions?
The applicable Satute is section 431:9A-113, which reads as follows:

“(@ An insurance company or insurance producer shdl not pay a
commission, service feg, brokerage fee, or other valuable consderation to a
person for sdling, soliciting, or negatiating insurance in this State if that
person is required to be licensed under this article and is not o licensed.

(b) A person shall not accept a commission, service fee, brokerage
fee, or other vauable consderation for sdling, soliciting, or negotiating
insurance in this State if that person is required to be licensed under this
articleand isnot so licensed.

(c) Renewd or other deferred commissions may be pad to a
person for sdling, soliciting, or negotiating insurance in this State if that
person was required to be licensed under this article at the time of the sale,
solicitation, or negotiation and was o licensed.

(d) An insurer or insurance producer may pay Or assign
commissions, service fees, brokerage fees, or other vauable consderation
to an insurance agency or to persons who do not sdll, solicit, or negotiate in
this State, unless the payment violate section 431:13-103.”



If | leave the insurance business by surrendering my producer license, may | continue
to receive commissions on old business?

Renewd of deferred commissions may be paid to a person if the person was required to be
licensed and was at the time of the sdle.

If I am alicensed producer appointed by another producer, from whom do | receive
commissions?

Theinsurer or gppointing producer may pay the commissions. The commisson payments
should be determined by contract.

Asa producer, can | share commissonswith my employee(s)?

An employee of an insurance company or insurance producer who receives commissions or
remunerations on policies written or sold in this State is not exempt from being licensed.
Therefore, the sharing of a commission with an employee who is not licensed may condtitute an
unlicensad activity.

Can alicensed producer compensate a person who isnot licensed for referring
insurance businessto the producer?

Y es, providing that the person who referred the business had no involvement with the sde,
solicitation, or negotiation of insurance. Also, neither party is permitted to engage in any unfair
or deceptive act or practice, such as “rebating”, as defined in section 431:13-103, Hawali
Revised Statutes.

Please direct additiona questions or inquiries regarding the insurance producer licensing law to:

State of Hawali

Insurance Division

PO Box 3614

Honolulu, HI 96811
Telephone: (808) 586-2788



